Operation of NBC and C&B

According  to  Bush,   Clark worked  only part   time,   about  20-hours a
week,   at managing NBC.     Bush as mine superintendent  and  foreman worked
more  or less  full   time on  the  production end of  the  business.  4/    NBC
was  incorporated May 29,   1979 and  operated   the mine  under a lease  from
Kentucky  Coal Company.    Kentucky  Coal paid NBC a royalty on  the coal
produced   that averaged $16.00 a ton.     In February 1982,   Clark bought
out  Bush's  interest   in NBC and after May 1982 declared NBC  insolvent
and   continued  the  business   through Wayne  Clark,   Inc.,   another of
Mr.   Clark's proprietary corporations.

At  the  time  it  commenced operations,   NBC  owned  $28,000 worth of
mining  equipment. J5_/     It  leased  equipment  from Kentucky Coal  for which

7[7     The record  shows   that  for  the   three   years  NBC was  in business it
produced approximately 185,000 tons of  coal  for  which  it received an
average price of $16.00 a ton.     Its gross revenues  from the  sale of
coal  were approximately $2.9 million dollars.     According  to   the operator's
unaudited   financial  statements and answers  to  interrogatories,   its cost
of production  for   the  three year  period   totalled approximately  $2.7
million dollars.     Its gross profit  for   the   period was   therefore approxi-
mately $200,000.     Despite  this,   the operator claims  a  loss  on the
operation of approximately $189,000.     The  Secretary's  response is that
during  at  least   the  first  two years of  its  operations  NBC leased  coal
mining  equipment valued at $60,000 from Clark and Bush doing business
as the C&B Coal Company for which  they paid themselves  $177,832 in
equipment  rentals.     In addition,   the  Secretary claims  Clark and Bush
through NBC paid management  fees and administrative  salaries  to C&B
that   C&B in  turn  paid  to  them individually  that  totalled $153,120.
These allegedly unwarranted diversions  of  funds   totalled $330,952.55
for   the  first  two  years of NBC's  operations.

5/     By  the  time  it ceased operations,   NBC had   increased  the value of
These assets   to $75,000.     Of this,  $37,500, was  owned  outright and the
rest   was held  subject to  the usual installment  credit  arrangements on
mining equipment.
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